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Report Summary

The US economy is starting the year off in a much better position compared to last year. Last year in January,
the economy was feeling the effects of the government shutdown and rising trade tensions between the US
and China. The stock market had experienced a correction in December 2018 and the housing market
appeared to be growing at a slower pace than the previous year.

Fortunately, the Federal government reached a budget deal, and trade negotiations with China improved. The
US is making progress with the signing of the Phase 1 trade agreement with China, and uncertainty
surrounding trade was also lowered by the recent passage of the United States Mexico Canada Agreement
(USMCA).

Unemployment is currently near record lows and core inflation is relatively low. The Fed is projected to hold
interest rates between 1.5 — 1.75% through 2020. Interest rates on mortgages are low which is driving some of
the housing market activity within the County.

Overall, Americans are feeling optimistic about the economy as the consumer sentiment index is just slightly
lower than its highest reading of the current expansion cycle. All-in-all the fundamentals surrounding the
economy are sound.
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Note: Unless otherwise noted all dates and charts refer to calendar year

National Summary

The nation’s GDP grew at 2.1% in the fourth quarter, with GDP growth
expected to average 2.1% in 2020 and 2.3% in 2021.

¢ Non-seasonally adjusted unemployment for the nation was 3.4% in
December.

e US nonfarm payroll employment increased by 145,000 in August.

o The Consumer Sentiment Index posted its fifth straight monthly increase in January with consumer
sentiment reaching 99.8, slightly below the current expansions peak of 101.4.

e The uncertainty around trade has diminished recently with the signing of the US China Phase-1 trade
agreement and the passage of the USMCA.

National Summary |Most Recent |Current Level | 1Yr Ago | 5Yr Ago | 10 Yr Ago
Real GDP Growth Q4 2019 2.1% 1.1% 2.3% 4.5%
Points Variance 1.0% -2.4%
US Nonfarm Payroll Dec-19 145,000 227,000 313,000 -269,000
Percentage Change -53.9%
CPI-U Dec-19 1.61% 1.78% 0.77% 2.19%
Points Variance 0.2% -0.8% 0.6%
Consumer Sentiment Jan-20 99.8 91.2 98.1 74.4
Points Variance 8.6 1.7 25.4
US Leading Index Nov-19 1.37% 1.16% 1.78% 0.41%
Points Variance 0.2% 1.0%
National Gas Prices Dec-19 $ 2.56 $2.37 $2.54 $2.61
$ Variance $0.06

Notes: Green highlights above show improving statistics; red areas show declining statistics. Consumer Price
Index for Urban Consumers (CPI-U) was not given a color ranking as inflation should be looked at relative to
target inflation. Year over Year (YoY) points refer to percentage point variance. All YoY numbers are
expressed in terms of the last update received. i.e. If the last available update was FY 2019 then the YoY will
compare to FY 2018. References to specific dates indicates the YoY is calculated from that date.
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Local Summary

e The unemployment rate in November for Mecklenburg is
below both the US and North Carolina at 3.2%.

e Sales tax collections for the first four months of the fiscal
year are up 9.7% from the previous fiscal year.
Performance is driven by lower refunds than last year
refunding in first four months was down 47%.

e The housing market closed the year with housing prices up 6.9% at $341,778. Housing activity picked
up mid-2019 and remains strong.

¢ In the third quarter of calendar year 2019, construction in the office and warehouse markets is booming
with 3.0 million square foot in the office market and 3.3 million square foot of new space in the
warehouse market under construction.

Local Summary Most Recent [Current Level | 1YrAgo | 5YrAgo | 10 Yr Ago
Mecklenburg Population Level FY 2018 1,093,901 1,077,311 990,785 891,819
Percentage Change 1.5% 10.4% 22.7%
Mecklenburg Poverty Population FY 2018 126,098 120,634 150,572 95,508
Percentage Change 4.5% -16.3% 32.0%
Mecklenburg Poverty Population % FY 2018 11.5% 11.2% 15.2% 10.7%
Points Variance 0.3% -3.7% 0.8%
Mecklenburg Unemployment Rate Nov-19 3.2% 3.6% 5.8% 10.6%
Points Variance -0.4% -2.6% -1.4%

Notes: Green highlights above show periods of positive results; red areas show declining results.
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Gross Domestic Product

The US economy grew 2.3% during 2019. Fourth quarter GDP was up 2.1%.

The increase in real GDP in the fourth quarter reflected positive contributions from personal consumption
expenditures, federal government spending, state and local government spending, residential fixed investment,
and exports. These were partly offset by negative contributions from private inventory investment and
nonresidential fixed investment.

For the year GDP increased 2.3% compared with an increase of 2.9% in 2018. The deceleration from 2018
can be contributed to lower contributions from personal consumption expenditures, nonresidential fixed
investments and a downturn in exports.

Both 2020 and 2021 are projected to grow at 2.1% and 2.3% respectively. However, this projection assumes
status quo of no improvements nor setbacks in US / China trade. It also assumes the coronavirus becomes
contained without significantly spreading or worsening.

US Real Gross Domestic Product
(Percentage Chg from Quarter to Quarter)
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Employment

Total nonfarm payroll employment rose by 145,000 in December, and the unemployment rate was unchanged
at 3.5%

Total nonfarm payroll employment rose by 145,000 in December. Notable job gains occurred in retail trade and
health care, while mining lost jobs. In 2019, payroll employment rose by 2.1 million, down from a gain of 2.7

million in 2018.

Unemployment Rates as of November 2019 (non-seasonally adjusted)
3.3%
3.4%
3.2%
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NC

Mecklenburg County

The unemployment rate remains near historic lows for both Mecklenburg County and that State we are at the
lowest unemployment levels since 1999 - 2000. Nationally, unemployment is the lowest it's been since 1969.
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Industry Employment Composition

In 2018, the finance and insurance industry grew 0.3% adding 3,210 jobs. The total jobs added from 2017 to
2018 was 15,344.

Mecklenburg County added 15,344 jobs in 2018. The top five industries shown below contributed 70% of the
total jobs for the year. Mecklenburg’s largest industry remains the Healthcare and social services industry

which comprises 11.5%. For the year only wholesale trade showed a decrease in jobs for the year.

Mecklenburg County Employment Composition Comparisons

Average Employment

2017

2018

lobs

NAICS Code Industry

% ppts chg Created/lost

2,003
1,916
1,819
1,735
1,336
1,102
1,041
996
638
637
535
4138
4115
111
163
161

0% G060

52 Finance and Insurance 9.1% 9.3% 0.3%
54 Professional Scientific and Technical Services 8.2% 8.3% 0.1%
72 Accommodation and Food Services 9.0% 9.1% 0.1%
56 Administrative and Support and Waste Management and Remediation Services 9.0% 9.1% 0.1%
62 Health Care and Social Assistance 11.5% 11.5% 0.0%
23 Construction 4.8% 4.9% 0.1%
51 Information 3.4% 3.5% 0.1%
48 Transportation and Warehousing 5.5% 5.6% 0.0%
71 Arts Entertainment and Recreation 2.3% 2.4% 0.1%
53 Real Estate and Rental and Leasing 1.9% 2.0% 0.0%
21 Other Services (exce pt Public Administration) 2.6% 2.6% 0.0%
22 Utilities 0.3% 0.3% 0.1%
55 Management of Companies and Enterprises 4.4% 4.4% 0.0%
92 Public Administration 2.6% 2.6% 0.0%
3 Manufacturing 4.9% 4.9% -0.1%
44 Retail Trade 9.5% 9.3% -0.2%
61 Educational Services 5.0% 5.0% -0.1%
21 Mining 0.0% 0.0% 0.0%
11 Agriculture Forestry Fishing and Hunting 0.0% 0.0% 0.0%
42 Wholesale Trade 5.8% 5.2%

Grand Total 100.0% 100.0% 0.0%

Source: Quarterly Census Employment and Wages (QCEW)
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Wages and Earnings

Wages have decelerated through 2019 but are expected to increase in the coming months.

In December, average hourly earnings for all employees on private nonfarm payrolls rose by 3 cents to $28.32.
Over the last 12 months, average hourly earnings have increased by 2.9%. Growth in wages in 2019 have
shown to be decelerating over the year. With the signing of the trade agreements with China as well as the
other with Mexico and Canada it is likely given how tight the labor markets are that industries affected by tariffs
will increase wages now that most of the uncertainty over trade has been resolved.

The average workweek for all employees on private nonfarm payrolls was unchanged at 34.3 hours in
December. In manufacturing, the average workweek and overtime remained at 40.5 hours and 3.2 hours,
respectively. The average workweek of private-sector production and nonsupervisory employees held at 33.5

hours.

Average Hourly Earnings of All Private Employees
(Year over Year Percentage Change)
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Inflation

Since its recent peak in 2018, inflation has fallen but has started to pick-up in the past two months

and is expected to move closer to the 2% Fed target in the coming months.

The personal consumer expenditure inflation index climbed to 1.6% for the year, the highest in a year.
However, the 1.6% growth in inflation is still below the Fed'’s target inflation rate of 2%. Inflation is expected to

continue to increase in the coming months, and unless inflation breaks to the upside above the target the Fed
will continue to hold the Fed funds rate at its current 1.50 — 1.75% range.

The current Fed dot plot from December’s meeting reflects these inflation expectations and are a driving
reason behind the Fed’s forecast to hold rates steady through 2020.
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Consumer Sentiment

Americans are feeling great about the economy as consumer sentiment hit 99.8 in January, its fifth
straight monthly increase.

The Consumer Sentiment Index posted its fifth straight monthly increase in January with consumer sentiment
reaching 99.8 which is slightly below the current expansions peak of 101.4. The readings are unusual given
that the overall pace of growth in the economy is much slower than the prior 3% growth in GDP. There are
other factors such as the impeachment hearings and coronavirus that researchers would typically expect to
show up negatively impacting the index. However, it seems that record low unemployment, record gains in
income and wealth, as well as near record lows in inflation and interest rates have caused individuals to shrug

off other factors.
Gains in personal finances were reported by 53% of all consumers in January, exactly equal to the 2018 and

2019 averages--the highest two years in the past half century. Combined net changes in household income
and wealth were cited in 40% of all mentions in January, comparable to the 1966 and 2000 peaks.

University of Michigan: US Consumer Sentiment
(Index)
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Leading Economic Indicator (LEI)

The LE!’s current level supports 2% growth in 2020.

The Conference Board Leading Economic Index® (LEI) for the U.S. declined 0.3% in December to 111.2
(2016 = 100), following a 0.1% increase in November, and a 0.2% decline in October.

“The US LEI declined slightly in December, driven by large negative contributions from rising unemployment
insurance claims and a drop in housing permits,” said Ataman Ozyildirim, Senior Director of Economic
Research at The Conference Board. “The LEI has now declined in four out of the last five months. Its six-
month growth rate turned slightly more negative in the final quarter of 2019, with the manufacturing indicators
pointing to continued weakness in the sector. However, financial conditions and consumers’ outlook for the
economy remain positive, which should support growth of about 2% through early 2020.”About The
Conference Board Leading Economic Index® (LEI) for the US:

The composite economic indexes are the key elements in an analytic system designed to signal peaks and
troughs in the business cycle. The leading, coincident, and lagging economic indexes are essentially
composite averages of several individual leading, coincident, or lagging indicators. They are constructed to
summarize and reveal common turning point patterns in economic data in a clearer and more convincing
manner than any individual component — primarily because they smooth out some of the volatility of individual
components.

The ten components of The Conference Board Leading Economic Index® for the US include:

e Average weekly hours, manufacturing e Building permits, new private housing units
e Average weekly initial claims for unemployment e  Stock prices, 500 common stocks
insurance e Leading Credit Index™
o Manufacturers’ new orders, consumer goods e Interest rate spread, 10-year Treasury bonds
and materials less federal funds
¢ ISM® Index of New Orders e Average consumer expectations for business
e Manufacturers' new orders, nondefense capital condition

goods excluding aircraft orders

Leading Index for US and NC
(Percent)
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Sales Taxes

Sales taxes are up 9.7% with light refunding activity driving the increase

The latest sales tax report has us up 9.7% fiscal year to date, at $8 M over same time last year with 4 months
on the books. Current sales taxes for the County stand at $90.7 M compared to only $82.7 M last year. The
improvement, however, is due to lower refunds relative to last year, and not increased retail sales. To date
refunds this fiscal year are running $9.1 M less than in 2019—making up the full amount of growth over last
year.

You can most easily see this slowing in the overall County Collections. We have been growing collections at a
slower pace for most of this year. The good news is that our estimate for sales taxes factored this slowdown as
well as lower than last year refunds, and these assumptions both appear to be playing out in early actual

performance.
[ e T voveviowus |
2013
2014 4.8%
2015 15.0%
2016 5.4%
2017 7.2%
2018 B.4%
2019 8.6%
2020 4.9%| <-— slowest since 2014

The graph below shows the $273.3 M target as the dashed horizontal line. A growth rate of 4% is needed in
the remaining months to reach the target goal.

Cumulative Sales Tax Growth by Fiscal Year
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YOY COMPARISON OF TOTAL SALES TAX (W/O ART 43)
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Mecklenburg County Office Market Statistics

The office market is one of the fastest growing in the nation
Summary

Construction in the County continues to grow with 3.3 million square feet currently under development. Year-
to-date the County has delivered 2.6 million square feet of new office space. Even with the vast amount of new
space coming online the vacancy rate has surprisingly dropped 100 basis points to 11.2%. This continued
growth placed Charlotte second on Business Facilities’ annual report for economic growth potential ranking
report ahead of Denver CO, but behind Austin TX.

Urban Market

Of the 3.3 million square feet under construction 2.3 million resides in CBD/Uptown and Midtown markets. A
total of two new buildings were added this quarter bringing the total to 97 with 23 million square foot. The urban
market also experienced the largest decrease in vacancy rates moving from 10.2% to 8.1%. Given that
approximately one-third of the new construction in the urban market is speculative meaning that the building is
under construction without a set tenant or purpose we can expect the vacancy rate to increase as new
deliveries become available. Market demand remains strong as rates have risen to an average of $33.82, an
increase of 3.7% from the previous quarter.

Suburban Market

The suburban market of the County has also continued to perform well with 1 million square feet of space
under construction. This quarter saw the delivery of a new building in the South/485 market of approximately
200k square foot. Also, in the South/485 market another 328k square feet of construction is under
development. Overall the suburban market marginally improved from last quarter with vacancy rates lower by
30 basis points at 13.5%, while asking rates were up by 1.3%. The most notable change in rates occurred in
Plaza Midwood / Noda with rates increasing from $31.23 to $34.04.

N

A

Lynx Blue Line
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Occupied vs Vacant
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OFFICE MARKET STATISTICS - TH
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Occupied vs Vacant
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Mecklenburg Warehouse Market Statistics

Mecklenburg County’s warehouse market delivered 1.5 million square foot of office space in the third
guarter with another 3 million square foot completed.

Market Outlook

In the third quarter, 10 new warehouse buildings were constructed for a total of 1.5 million new square feet of
warehouse space delivered in the County. This is a little over three times the square footage delivered in the
second quarter.

As anticipated in last quarter’s report, the new inventory slightly increased the vacancy rate from 5.6% to 6%,
while also reducing the rental rate from $6.02 to $5.99. The relatively small degree of change reflects the still
healthy demand for the space coming online. The County will likely see similar results next quarter as another
1 million square foot of warehousing space is projected to come online.

85% of the new construction is being built in southwestern portions of the County, split amongst the
Southwestern (1.5M) and West-Airport markets (1.0M). Because the asking rates in these markets are lower
than the county average, the overall County average rental rates will also likely decline slightly with the new
inventory being built in these portions of the County.
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INDUSTRIAL MARKET STATISTICS - Q3 2019
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INDUSTRIAL MARKET STATISTICS - CURRENT VS PREVIOUS QUARTER

Total Warehouse
Total Flex

Medklenburg TD‘H

Green bars are positive year-over-year factors, red are negative factors. IE both inventory and vacancy are up in a given
market red is used for the increased vacancy and green is used to designate the increased inventory.

Source: Cushman & Wakefield Charlotte NC Industrial MarketBeat Report
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Mecklenburg County Housing Market Statistics

The housing market picked up in the latter half of the year closing out 2019 with home prices up 6.9% for the
year.

Mecklenburg County’s year-over-year home sales for December increased 4.8%, with 1,592 properties sold
compared to 1,374 properties over the same period last year. Pending sales are up 24.5% for the month with
1,255 this year compared to 1,008 in the previous year.

New listings year-over-year were up 11.5% with 1,119 properties up for sale compared to 1,004 properties up
for sale over the same period last year.

The average home price in December for the County is up year-over-year by 11.5% at $344,485 compared to
$309,071 in December 2018.

Overall, strong demand for housing continues to push prices higher and with new listings up 11.5% and
pending sales up 24.5%, we can expect to see strong growth in housing moving into Spring.

The chart below shows year-to-date average home prices for each of the submarkets this report covers. As
shown in the chart below the only market that did not see an increase in home prices was the Lake Norman
market (down -0.6%).

The submarkets showing the most growth for the year were Uptown Charlotte (up 12.4%), Matthews (up
8.4%), and the City of Charlotte (up 8.1%).

Average Sales Price Year-to-date
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Mecklenburg County December Year to Date
Percent Thrul2- Thru 12- Percent
Key Metrics Change 2018 2019 Change
New Listings 1,004 1,119 *11.5% 24,522 25,090 * 2.3%
Pending Sales 1,008 1,255 #p24.5% 19,679 21,437 Ap 8.9%
Closed Sales 1,374 1,592 *15.9% 19,864 20,817 * 4.8%
Median Sales Price* 248,000 275,000 *10.9% 252,000 270,000 * 7.1%
Average Sales Price* 309,071 344,485 *11.5% 319,780 341,778 * 6.9%
Percent of Original List Price Received| 96.7% 96.5% Wb-0.2% 97.7% 97.1% b -0.6%
List to Close 97 91  Ah-6.2% 83 86 ¥ 3.6%
Days on Market Until Sale 42 41 Ap-2.4% 33 37 W 12.1%
Cumulative Days on Market Until Sale 49 47 Ap-41% 40 45 b 12.5%
Inventory of Homes for Sale 3,349 2,516 -24.9%
Months Supply of Inventory 2.0 1.4 -30.0%
* Does not account for sale concessions and /or down payme nt assistance.
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